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* WebCT notes ONLY are allowed 

* Be neat 

* Show all work 

* Place ALL answers in the box 

* Write your name and student number 
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40 Marks 1 t You just bought your first home for Si 35,500 and placed 15% as a down 

ljf ^_ ^ f iV'l Vi payment. You also had to pay CMHC insurance on the loan amount which 

A oC nt'Yr ■ can &e calculated as 2.65% of the remaining principle, You also decide to 

finance the CMHC insurance. A mortgage broker gave you a nominal interest 
r£b ok &QA%C MU . rate of 5% compounded monthly with a 20 year amortization period. The 

-■ —_ terrn ^ the mortgage is five years. What are the monthly payments on the 

mortgage and what is the total interest paid over the life of the mortgage? 
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Monthly payments: 


|m3i 
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Total interest: 
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25 Marks 2. A Mortgage Broker quoted you an unbelievable 6 year term mortgage rate of 

3.95% interest rale which is compounded semi-annually. Your current job 
pays you weekly and you plan to make your mortgage payments coincide 
with your paychecks. What is the effective weekly interest rate? 
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Effective interest rate: 
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35 Marks 3, You notice a sign in the local bank that is advertising an u Elevator GIC 71 and in 

large font the ad states that you “Earn 10% in the Final Year", There is no 
doubt that earning 10% on a GIC is an excellent rate since there is little to no 
risk associated with investment. Intrigued and excited* you read on and 
notice in the fine print that the investment yields 1,5% in the first 3 years, 
2-5% in the fourth year, followed by the 10% rate in the final and fifth year. In 
order to make a wise investment you must calculate the “Actual" rate of return 
normalized over the five year period. Clearly state your assumptions below. 
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Actual normalized rate of return over the Eve year period: 
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